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Introduction: 


Canada is a major trading nation and international trade is 
crucial to Canadian income and employment. Growth in our 
exports means more economic activity in Canada and more 
jobs for Canadians. 


Three basic conditions of success for us in the world 
economy are competitiveness, access to foreign markets and 
effective export marketing. Each of these conditions is 
necessary and they are related. Effective marketing requires a 
competitive product and secure access. 


This brief presentation highlights the importance of 
international trade to Canada, indicates grounds for concern 
about Canadian competitiveness, and sets out challenges for 
the future. 
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Figure 1: 


Of the seven countries which participate in the annual 
Economic Summit meetings, Canada is the second most 
dependent on exports (28 percent of Gross Domestic Product), 
exceeded only by the Federal Republic of Germany at 32 
percent. In contrast, our two main trading partners, the USA 
and Japan, depend considerably less on exports. Their 
domestic markets are much larger than ours and absorb a 
much greater proportion of their production. In 1984, we 
exported over $4,000 per Canadian. 
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Figure 2: 


In 1983, the USA accounted for 72.9 percent of Canada’s 
exports. The figure for 1984 is even higher. Canada’s next 
largest export market was Japan at 5.2 percent. This high- 
lights the importance of secure access to the USA market as 
an essential condition of our economic well-being. Virtually 
the whole range of Canadian production and all regions of 
Canada are involved in exports to the USA. Many see success 
in the USA as a prerequisite to success in other world 
markets. 
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Figure 3: 


Since the end of World War II the distinct long term trend 
has been that the USA has been taking a larger and larger 
share of Canadian exports — from around S50 percent in the 
late 1940’s to more than 70 percent now. In the early part of 
this period, Western Europe in particular accounted for a 
much larger share of our exports than it now does. 


EXPORTS ARE VITAL TO EMPLOYMENT 


INCREASE OF EXPORTS $1 BILLION 
INCREASE OF JOBS) its 45,700 


EXPORTS PER JOB ~—SséiS$@G 3,600 


we SCENARIOS | 


STATUS DRAMATIC SHARE 
Quo INCREASE 


CANADA'S WORLD TRADE 397% #457 
_ SHARE 1990 8% 4.5% 


UNEMPLOYMENT 


Figure 4: 


Exports are vital to Canadian jobs. Canada’s share of world 
merchandise exports was 4.5 percent in 1970. It was 4.0 
percent in 1983. Had we achieved a 4.5 percent share in 1983, 
an increase of one half of one percent, we would have 
employed about 160,000 more Canadians. The Economic 
Council of Canada projects that in 1990 our share of world 
exports will be 3.8 percent. The same forecast has unemploy- 
ment at 9.8 percent. An increase of our share of world 
merchandise exports back to 4.5 percent by 1990 could lower 
unemployment to 7.3 percent. Between now and 1990, every 
$1 billion increase of merchandise exports should generate 
about 16,000 new jobs. While no one can accurately predict 
the job impact of an increased share of world markets, there is 
no doubt that it would be significant and positive. 
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Figure 5: 


Our exports have become more diversified, with manufac- 
tured products accounting for an increasing share of the total. 
In this context the performance of manufactured exports in 
market economies is a useful indicator of economic dynamism 
and competitiveness. Canada’s share of manufactured exports 
to world market economies declined from 4.8 percent in 1970 
to 3.6 percent in 1982. The six largest countries of the 
European Community (Belgium, France, FRG, Italy, 
Netherlands, UK) also showed a decline. In comparison, the 
USA share of world manufactured exports barely changed, 
while those of Japan and the rest of the world increased. 
While these comparative shifts may look small when mea- 
sured in percentage points, they are in fact substantial 
because world trade is very large and growing. 


Figure 6: 


This figure compares world and Canadian export growth in 
different sectors. Of the seven categories, world trade grew 
the fastest in machinery and metal manufactures. This is a 
very large category, encompassing about half of world 
manufactured exports. Canadian exports grew by less than 
world exports in this category. The same is true in the second 
fastest growing category, chemicals. The figure suggests that 
Canadian trade is lagging in some of the more dynamic areas. 
This is a broad generalization which hides the fact that 
Canadian exporters of particular manufactured items in all 
categories have been highly successful on international 
markets. Viewed in this perspective, the real question is how 
to extend our successes in the large, dynamic market catego- 
ries. 


GROWTH IN PRODUCTIVITY OF TOTAL MANUFACTURING 
SUMMIT COUNTRIES 


INDEX 1970 =100 VALUE IN 1981 


JAPAN 
FRANCE 
_F.R.G. 


‘CANADA 


-US.AL 


U.K. 


Figure 7: 


One of the reasons for Japan’s strength on world export 
markets is its remarkable growth in manufacturing produc- 
tivity. Relative to an index of 100 in 1970, Japan had reached 
212 and Canada 135 by 1981. This placed us fifth among the 
Summit seven in productivity growth, only marginally ahead 
of the USA and the UK. While Canada’s absolute level of 
productivity, historically, has been quite high, the trend shown 
here for productivity growth in manufacturing is cause for 
concern. 
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Figure 8: 


This figure shows the level of productivity by measuring 
manufacturing output per unit of wage labour. From 1960 to 
1983, Canada’s level of productivity remained below, and 
grew almost in parallel with, that of the USA. The gap 
between Canadian and American productivity did not change 
significantly during this period. The effects of Japan’s 
productivity growth, highlighted in the previous Figure, are 
shown here as Japan came from well behind Canada in 1960 
to pass us around 1980. 
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Figure 9: 


As we look to future opportunities for growth in our exports 
we must focus on both large and dynamic markets. The 
“Wharton Economic Outlook” of December 1984 forecasts 
that World GDP will grow at 3 percent per year between 
1985 and 1989. The Pacific Rim developing countries are 
expected to have the highest growth rates at 5.6 percent. Next 
is Japan at 3.8 percent, followed by the total for all developing 
countries at 3.7 percent. The USA is forecast to exceed world 
growth by a small margin while the European Community is 
expected to lag behind. The Pacific Rim is Canada’s fastest 
growing market and the forecast suggests that this may 
continue to be the case for some time. 


Conclusion: 


Canada is a comparatively wealthy country. We have a well 
educated population, abundant resources, diversified produc- 
tive activities and an extensive infrastructure of communica- 
tions and other services. 


However, there is growing evidence that other countries are 
either catching-up with or surpassing us on world markets, 
affecting our ability to maintain a strong international 
position essential to job creation and our continued well-being. 
We have noted our slipping share of world trade and our low 
growth of manufacturing productivity. 


In addition to what we already do well, we must look at the 
more dynamic industrial sectors and the more dynamic 
markets abroad for new opportunities for Canada. To be 
successful in competitive international markets we will have to 
improve productivity. 

Productivity gains can come from 

e removing obstacles to growth 

e investment 

e training of our people 

e research and development 

e acquisition of technology 

e adjustment 

e more effective management and production systems. 

Improved competitiveness, combined with secure and 
enhanced access to our key markets and even more effective 
export marketing can improve our economic prospects 
significantly in the years ahead and help to provide more jobs 
for Canadians. 


Competing for International Markets 


Sources and Methods 
Figure 1: 


Source: OECD, Department of Economics and Statistics; 
Quarterly National Accounts #1, 1984. 


Figure 2 and 3: 
Source: CANSIM Balance of Payments Accounts. 


Figure 4: 


The $63,600 exports per job and 7.3% unemployment figure 
are derived from a CANDIDE model run commissioned to 
determine the incremental effects on employment and real 
export volume of increasing Canada’s share of world exports 
from 3.8% to 4.5% for 1990. 
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Figure 5: 


Source: University of Maryland INFORUM data, which is 
U.N. World Trade data for world market economies 
deflated according to methods described in the 
INFORUM technical paper to the New York Stock 
Exchange Study of 1984. 


Figure 6: 


The source of this data is the same as figure 5. The sectoral 
composition corresponds to the OECD aggregation for 
manufacturing industries. 


Figure 7: 


The sources are OECD National Accounts and Labour force 
statistics Tables 2b and V respectively for Canada and the 
USA, and the OECD draft Productivity Study, July 21, 1984, 
DSTI 84.12 Rev 1, Table 1 for the other countries. 


Figure 8: 

Source: Daly, D.J., & MacCharles, D.C. “Canadian Manu- 
factured Exports: Constraints and Opportunities” 
York University, Mimeo, 1984. 

Figure 9: 


Source: “Wharton Economic Outlook” December 1984. 
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